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SUBJECT: ADB LOAN AND TECHNICAL ASSISTANCE GRANT FOR WATER SUPPLY 
PROJECT IN PAPUA NEW GUINEA 

REF: (A) MANILA 16868, (B) TRSY 76-128, (C) PORT MORESBY 1212 

1 . ADB BOARD OF DIRECTORS ON NOMBER 1 1 APPROVED $13.5 
MILLION LOAN FROM BANK'S SPECIAL FUNDS AND $165,000 
TECHNICAL ASSISTANCE (TA) GRANT TO PAPUA NEW GUINEA (PNG) 

FOR WATER SUPPLY PROJECT IN MADANG, LAE, MT. HAGEN, AND 
WEWAK. 

2. SEVERAL DIRECTORS CRITICIZED PROJECT ON ECONOMIC/FINANCIAL 
GROUNDS. DOUBT WAS EXPRESSED THAT REVENUES WOULD COVER 
PROJECT COSTS, AND THERE WAS FURTHER DISCUSSION OF DUBIOUS 
FINANCIAL OUTLOOK OF PNG ITSELF. PHILIPPINE DIRECTOR STATED 
THAT PROJECT STRENGTHENED HIS BELIEF OF NEED FOR A SET OF 
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PRIMARILY SOCIAL JUSTIFICATION. 

3. CANADIAN DIRECTOR SAID THAT PNG WAS "BORDERLINE 
CASE" AS SPECIAL FUND BORROWER, GIVEN COUNTRY'S RELATIVELY 
HIGH PER CAPITA GNP. OTHERS NOTED EXTENUATING FACTORS, 

I.E., SMALL SIZE OF COUNTRY, NEWLY INDEPENDENT STATUS, 

AND IMPACT OF EXPATRIATE INCOME ON AVERAGES. ADB 
PRESIDENT, ACKNOWLEDGING CANADIAN DIRECTOR'S POINT, SAID 
THAT FUTURE STATUS OF PNG IN THIS REGARD WOULD BE SUBJECT 
TO REVIEW, AND MENTIONED POSSIBILITY OF "BLENDING" 

SPECIAL FUND AND ORDINARY CAPITAL SOURCES IN FUTURE LOANS. 

SULLIVAN 
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